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1.  Financial reporting 

2.  Operational control and enhancement 

3.  Decision making and strategic planning 

The process of identifying the costs of a 
business and relating them to the various 
activities. 

Cost accounting has three basic functions: 
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To determine the hourly cost of  service  

To set service rates based on factual numbers 

To make informed decisions-not reactionary,  
emotional or gut 

To demonstrate the effect of expense increase or 
decrease, technician wage, rent or a new truck 

 To determine profitability of a flat labor rate offer 

Achieve desired profit goals from your business  
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http://www.cnbc.com/id/41666606  



   Download Presentations at www.unitedservicers.com 

ά/ƻǎǘ ƛǎ ŀ ƳŀƧƻǊ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ǿƘŜƴ ŀ ŎƻƳǇŀƴȅ 
ŎƘƻƻǎŜǎ ŀ ƭƻŎŀǘƛƻƴΦέ 

The study looked at  

Tax burden,  

Property, business taxes and even gasoline.  

Utility costs vary widely by state. 

Wages   

WorkersΩ ŎƻƳǇŜƴǎŀǘƛƻƴ ƛƴǎǳǊŀƴŎŜΣ 

Rental costs for office and industrial space. 
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Service Departmentôs 

 Own Financial Statements ! 
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Balance Sheet 

ÅFinancial health 

 

Income Statement 

ÅDid you make any money? 

 

Cash Flow Report 

ÅDo you need cash? 
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Revenue = labor and parts sales 

Operating expenses, rent, utilities, taxes =10% 

Cost of goods sold = tech wages & parts 

Other staff wages as % of time spent on 
service 

 

 

Service 

=10% 
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Income ï Expenses = Profit 

Basic format but insufficient details  

Add details that will show revenues in and 
expenses out 

 

 

 

APPLIANCE SERVICE COMPANY 

Income Statement 

Sales                                                          Amount                             % Sales 

Total Income                                              $500,000                              100% 

Cost of Goods Sold 

Direct Costs                                               $250,000                                50% 

Operating Expenses 

Indirect Costs                                            $200,000                                40% 

Operating  Profit                                      $  50,000                                10% 
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APPLIANCE SERVICE COMPANY 

Income Statement 

Sales                                                          Amount                             % Sales 

Labor                                                        $375,000                                 75% 

Parts                                                           125,000                                 25% 

Total Sales                                                $500,000                               100% 

Cost of Goods Sold  

COGS Parts                                              $ 90,000                                 18% 

COGS Labor                                            $160,000                                  32% 

Total COGS                                              $250,000                                  50% 

Gross Profit                                             $250,000                                  50% 

Operating Expenses  

Indirect Costs                                           $200,000                                  40% 

Operating Profit  or Loss                      $   50,000                                  10% 

Cost of Goods Sold  (COGS) ï ñDirect costsò 

Expenses ï ñIndirect costsò  

Operating Income -  whatôs left - profit or loss  
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Manage the exceptions, not the norm 

 

Compare % expenses from one month/year to 
another previous period 

 

Measure trends & seasonal effects on your 
business 
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Appliance Service Companyôs 
Income Statement 

 
INCOME 
 Labor Sales 
 Parts Sales 
 Policy Adjustments 
Total Income 
 
COST OF GOODS SOLD 
 Cost of Labor 
 Cost of Parts 
Total Cost of Goods Sold 
Gross Profit 
 
OPEARTING EXPENSES 
 Advertising 
 Autos & Trucks 
 Bad Debt 
 Bank Charges 
 Building Maintenance 
 Cash (over/short) 
 Computer 
 Depreciation 
 Dues & Subscriptions 
 Education & Seminars 
 Freight 
 Insurance 
 Leases 
 Office Expenses 
 Phones 
 Professional Fees 
 Rent 
 Salaries 
 Supplies, Shop & Field 
 Taxes 
 Utilities 
Total Expenses 
Operating Income 
 
OTHER INCOME & EXPENSES 
 Miscellaneous incomes 
 Miscellaneous expenses 
 
NET INCOME 
 
 

Separate items are recorded 
in accounts 

 

Accounts define income and 
expenses  
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Comparing COD and Warranty CODB 

Completed Calls 5,000 

Labor Revenue  $                        500,000  

Cost of Goods Sold: 

Cost of Labor  $                        200,000  

Gross Profit:  $                        300,000  

Operating Expenses: 

Advertising  $                          25,000  

Autos & Trucks  $                          24,000  

Bad Debts  $                            1,000  

Bank Charges  $                               300  

Building Maintenance  $                               750  

Cash over/short  $                                25  

Computer  $                            2,400  

Depreciation  $                            5,000  

Dues & Subscriptions  $                            1,000  

Education & Seminars  $                            3,000  

Freight  $                            3,600  

Insurance  $                            6,000  

Leases  $                            1,200  

Miscellaneous  $                               300  

Office Expenses  $                            2,500  

Phones  $                            4,800  

Professional Fees  $                            4,000  

Rent  $                          18,000  

Salaries  $                          75,000  

Supplies, shop & field  $                            3,600  

Taxes  $                          25,000  

Utilities  $                            6,000  

Total Expenses  $                        212,475  

Labor Revenue Per Call  $                          100.00  

Cost Per Call  $                            82.50  

Profit Per Call  $                            17.51  

Service Department 
Basic Income 
Statement 
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Comparing COD and Warranty CODB 

All calls  COD   TPW   Warranty  

Completed Calls 5,000 3,800 200 1,000 

Labor Revenue  $     500,000   $    408,000   $    19,000   $   73,000  

Cost of Goods Sold: 

Cost of Labor  $     200,000   $    152,000   $      8,000   $   40,000  

Gross Margin  $     300,000   $    256,000   $    11,000   $   33,000  

    

Operating Expenses: 

Advertising  $       25,000   $      25,000   $           -     $          -    

Autos & Trucks  $       24,000   $      18,240   $         960   $     4,800  

Bad Debts  $        1,000   $          760   $          40   $        200  

Bank Charges  $           300   $          228   $          12   $          60  

Building Maintenance  $           750   $          570   $          30   $        150  

Cash over/short  $             25   $            25   $           -     $          -    

Computer  $        2,400   $       1,824   $          96   $        480  

Depreciation  $        5,000   $       3,800   $         200   $     1,000  

Dues & Subscriptions  $        1,000   $          760   $          40   $        200  

Education & Seminars  $        3,000   $       2,280   $         120   $        600  

Freight  $        3,600   $       2,736   $         144   $        720  

Insurance  $        6,000   $       4,560   $         240   $     1,200  

Leases  $        1,200   $          912   $          48   $        240  

Miscellaneous  $           300   $          228   $          12   $          60  

Office Expenses  $        2,500   $       1,900   $         100   $        500  

Phones  $        4,800   $       3,648   $         192   $        960  

Professional Fees  $        4,000   $       3,040   $         160   $        800  

Rent  $       18,000   $      13,680   $         720   $     3,600  

Salaries  $       75,000   $      57,000   $      3,000   $   15,000  

Supplies, shop & field  $        3,600   $       2,736   $         144   $        720  

Taxes  $       25,000   $      19,000   $      1,000   $     5,000  

Utilities  $        6,000   $       4,560   $         240   $     1,200  

Total Expenses  $     212,475   $    167,487   $      7,498   $   37,490  

Labor Revenue Per Call  $       100.00   $      107.37   $      95.00   $     73.00  

Cost Per Call  $        82.50   $       84.08   $      77.49   $     77.49  

Profit perCcall  $        17.51   $       23.29   $      17.51  -$       4.49  

The same income 
statement when 
broken down 
begins to tell a 
story 
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Appliance Parts Appliances 

Selling Price =  Known Cost + Mark Up 
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Technician Service Rates =  

Labor Costs + Overhead + Profit. 
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Vehicle, gas, lease, insurance & maintenance   Taxes ï city, county, state & federal Supervisory personnel Special training & product upgrade Recycling ï freon, defective parts and packaging Workers` compensation, sick & vacation pay Customer  service reps Office and stationery supplies Phones, fax, cell phones Capital investments, renovations Heat, light & rent Specialized equipment 

2/20/2012 Service in the Winners 

Circle 



   Download Presentations at www.unitedservicers.com 

A dollar less than the guy down the street? 

Conduct a phone survey? 

Do you run calls for the sales department to 
appease a customer? 

Do you charge the sales department at list or 
cost?  




